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% Change €Est.1 
Exchange Rate: US $1.00 = 625 Rupiah 1980 1981 (80/81) 1982 


Population (million midyear) 147 150 aoa 153 
GDP (% growth in constant 1973 prices) 9.9 ie - 4 
GDP ($ million, current prices) 72,713 85,883 18 93,527 
Per Capita GDP ($) 495 573 15. 61l 
Consumer Price Index 168 180 7. 193(Sept) 
Money Supply ($ million-Dec. 31) 7,992 10,358 30. 11,253 (Aug. ) 
Foreign Investment Approvals (non-oil) 

($ million) 900 1,012 12. 294 (May ) 
Net Official Int'l Reserves 

($ million - Dec. 31) 6,531 6,244 -4, 4,900(July) 


External Official Debt2 13,234 14,960 13 17,500 
(Disbursed - $ million - Dec, 31) 
Debt Service ($ million) 1.777 2,204 ; 2,600 


FY FY FY 
GOVERNMENT BUDGET ($ million)3 80/81 81/82 82/83 


Actual Actual 
Routine Expenditure 9,280 11,164 5 10,607 
Development Expenditure 9,465 11,104 - 13,059 
Domestic Revenues 16,363 19,540 ; 20, 842 
Dev. Receipts (external assistance) 2,200 2,704 


OFFICIAL BALANCE OF PAYMENTS Py FY 


($ million)4 80/81 81/82 


Overall Balance (change in off. reserves) 2,736 -928 

Current Acount 482 -2,405 -7,000 

Exports, Merchandise 22,870 25,215 : 20, 000 
Oil and LNG (gross) 16,883 (19,045) . (16,500) 
Non-oil (5,587) (4,170) 25. ( 3,500) 

Imports, Merchandise aG,aeo AS L97 Bi 22,000 
Oil and LNG 5,255 (5,601) : ( 6,000) 
Non-oil 11,870 (14,396) ‘ (16,000) 


U.S-Indonesian Trad million)5 1980 1981 & 1982 Est. 
Indonesian Exports to the U.S. 5,183 6,022 : 4,000 
U.S. Share of Indonesian Exports (%) 19.6 18.3 20.0 
Indonesian Imports from the U.S. 1,544 1,297 -15.7 1,800 
U.S. Share of Indonesian Imports(%) 13.0 13.5 14.0 


Source: Bank Indonesia, Central Bureau of Statistics, Ministry of Finance, Investment 
Coordinating Board, U.S. Department of Commerce, Embassy Estimates. 


-- Ift exchange rate of US $1.00 = 625 rupiah for 1980 and 1981. Exchange rate of US 
$1.00 = 660 rupiah used for 1982 estimates and FY 82/83 budget. 1982 figures are 
Embassy estimates. 
2Government debt, including debt of state corporations such as Pertamina. 
3Indonesian FY April 1 to March 31 (Source: FY 82/83 Budget). 
4Source: FY 82/83 budget and the statistical annex to the President's Speech of 
August 16, 1982. FY 82/83 numbers are Embassy estimates. 

-Trade flows based on U.S. Department of Commerce statistics. Market share on 
Indonesian official statistics. 





SUMMARY and PROSPECTS 


In spite of a real growth rate of 7.6 percent in 1981, the Indonesian economy has 
demonstrated in 1982 that it is not immune to recession. Western recession and the 
Slowdown in the region will significantly reduce the Indonesian growth rate in 1982. 
The primary components of slower growth are production cutbacks in petroleum, a falloff 
in export demand, marginal agricultural growth, and a slowdown in expenditures in both 
the private and government sectors. 


Indonesia is, however, relatively well-placed to handle the Western recession for at 
least the next 6-9 months . While the current account deficit may rise to as high as 
$7.5 billion in FY 1982/83, foreign exchange reserves are still substantial, external 
debt is relatively low, debt service is quite manageable, and there is considerable 
scope for additional financing from international banks and foreign government 
export-lending institutions. In general, Indonesia has been well served by the 
relatively conservative macroeconomic monetary and fiscal policies of the last few 
years. The safety net provided, for example, by large foreign exchange reserves and 
real budgetary surpluses will help Indonesia ride out the current world recession as 
well as any country in the region. 


Although the prospect of reduced Western demand for oil and non-oil commodities for 
the near term is likely to influence the pace of government planning and implementing of 
major projects, there will continue to be excellent opportunities for American 
business. Major government projects in agriculture, energy, minerals (notably coal), 
and heavy industry ensure a growing demand for American consulting expertise and capital 
equipment. There is also a growing market for raw and processed agricultural products 
and a wide range of sophisticated equipment for use in private and public laboratories, 
offices, classrooms, and businesses. Indonesia is an extremely competitive marketplace, 
however, and the degree of competitiveness for American exporters has been further 
exacerbated in the past year by a slow depreciation of the rupiah against the dollar and 
a concomitant appreciation of the rupiah against the currencies of major U.S. 
competitors. In addition, the recent implementation of new government policies and 
procedures in the area of export counter-purchase has made export sales to Indonesia 
more complex and complicated than in the past. 


DOMESTIC ECONOMIC DEVELOPMENTS IN 1981/82 


While the main stimulus to the real 7.6 percent growth in 1981 came from a real 
growth of 22 percent in government expenditures, private investment activity was also 
strong. On the supply side, Indonesia continued its major increases in rice production 
which has brought the country to near self-sufficiency in rice. Food crops, primarily 
rice, rose 8.1 percent in real terms in 1981. Despite weakening external demand, oil 
production in 1981 also rose as a response to stepped up exploration activity in recent 
years. Real growth in the petroleum and mining sector which had declined in 1979 and 
1980 rose 3.4 percent in 1981. Other areas of the economy which showed substantial real 
growth in 1981 were ( 1980 figures in parenthesis): manufacturing industries 12% (22%), 
electricity, gas and water 15.4% (13.6%), construction 9.6% (13.6%), wholesale and 
retail trade 11.7% (10.2%), and public administration and defense 10.8% (20.7%). 
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Although there are no statistics available in this area for 1982, it is difficult to 
project a real GDP growth of over 4 percent. Agriculture (including forestry and 
fisheries) accounts for about a one-third share of GDP in real terms and as a result of 
the drought and reduced foreign demand will likely be flat or show marginal gains. Both 
wholesale and retail trade (16 percent of GDP in real terms) and manufacturing 
industries (15 percent of GDP) have slowed and will likely not attain the real growth 
levels of 1981. Mining and petroleum (9 percent of GDP in real terms but 27 percent in 
nominal terms) have declined in 1982. While government expenditures remain relatively 
strong, reduced oil tax revenues and a slowdown in the domestic economy are cae some 
sputters in this engine of growth. There is still an ongoing boom in such areas of the 
economy as construction and electricity, gas, and water. Construction will likely 
remain a major growth area as a result of major projects planned or under construction 
such as petrochemicals, refineries, LNG expansion, cement, power generation and 
distribution, and office and residential construction. 


The 7.6 percent GDP growth in 1981 was accompanied by moderation in the growth of 
monetary aggregates, a marked slowdown in price inflation, and a substantial increase in 
bank credit to the private sector. Total liquidity in 1981 grew by only 26 percent as 
opposed to 48 percent in 1980 mainly as a result of a smaller expansion in net foreign 
assets of the banking system. The growth in total liquidity thus far in 1982 is running 
at approximately the same rate as 1981. Domestic price increases reflected this 
Slowdown in monetary growth as well as increased supplies of food commodities and lower 
import prices. The increase in the consumer price index was only 7 percent in 1981, 
compared with 17 percent in 1980 and 28 percent in 1979. Although the CPI went up 
sharply in January 1982 as a result of the oil price increase, the October 
1981-September 1982 rate is still under 10 percent, and may well be held to that figure 
for 1982. Total loans to the private sector (both enterprises and individuals) rose by 
42 percent in 1981 compared with 32 percent in 1980. This trend is continuing into 
1982, total loans to the private sector rose nearly 25 percent between December 31, 1981 
to June 30, 1982. 


EXTERNAL ECONOMIC DEVELOPMENTS 


Indonesia's balance of payments during 1981/82 (April l-March 30) moved 
substantially into deficit as a result of a marginal increase in oil and gas exports 
Coupled with a substantial decline in non-oil exports and a continuing rapid growth in 
imports. Based on the most up-to-date available statistics, the current account deficit 
for 1981/82 was $2.4 billion. Gross oil and gas exports rose marginally to $23 billion 
in 1981/82, while non-oil export earnings were only $4.2 billion, down 25 percent from 
80/81 which in turn was down 10 percent from the record high of $6.2 billion registered 
in 1979/80. Non-oil imports rose 21 percent to $14.4 billion in 1981/82, compared to an 
increase of 31 percent in 1980/81. The official balance of payments deficit in 1981/82 
was $988 million. 


The world recession and its impact on Indonesian exports combined with continued 
strong import demand will likely cause Indonesia to fun a trade deficit in 1982/83. 
Preliminary export and import figures for the first six months of 1982 from both the 
Central Bureau of Statistics and Bank Indonesia indicate that exports are running about 
10-15 percent behind 1981 and that imports are registering a higher rate than in 1981. 
In the petroleum and LNG sector, these preliminary statistics seem to indicate that 
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Indonesia is keeping its exports up in the face of a production cut-back of 20 percent 
by increasing petroleum imports. Petroleum and LNG exports, for example, are down less 
than 10 percent in value to $8.1 billion while imports of crude and products are up over 
100 percent to $1.8 billion. Other major Indonesian export commodities that are 
particularly depressed are wood and wood products (down 30 percent), rubber, and coffee 
(both down 40 percent). Major import categories with substantial increases during the 
first six months of 1982 include, in addition to petroleum, iron and steel articles (up 
20 percent to $736 million), boiler and machinery parts (up 53 percent to $1.5 billion), 
and electrical machinery (up over 30 percent to $553 million). 


The prospect of Indonesia's first trade deficit in several years coupled with its 
usual substantial services deficit has led many observers to project a current account 
deficit for 1982/83 of as large as $7-8 billion dollars. The major assumptions 
underlying this projection are that oil production will remain at or near 1.3 million 
barrels a day, that continued Western recession will hold down non-oil exports to about 
$3.5 billion, that import growth will remain relatively strong, and that the gross 
services deficit will be at somewhat over $5 billion. 


Indonesia should have little difficulty in attracting external resources to finance 
this deficit. First, new concessional and semi-concessional commitments from bilateral 
and multilateral donors are running about $1.75-2 billion per year. Second, 
semi-concessional buyers and suppliers credits are being increasingly utilized by the 
GOI; new commitments in FY 81/82 were $2.5 billion, for example, as opposed to $1.4 
billion in 1980/81. Third, GOI syndicated borrowings, most recently for $250 million at 
3/8 over libor and could be substantially accelerated. In addition, the GOI has 
substantial foreign exchange reserves on which it can draw. It has also taken measures 
to encourage the State banks to repatriate their foreign exchange holdings currently 
held abroad. Official foreign exchange reserves which have dropped by nearly $2 billion 
since January 1982 were still around $4 billion on September 30, 1982. State bank 
foreign exchange holdings held abroad are approximately $4 billion. As much as $2 
billion of overall reserves may be needed to finance the deficit; this would mean that 


the government would begin FY 83/84 with around $6 billion total in foreign exchange 
reserve holdings. 


Compared to many other countries, Indonesia is in a relatively comfortable position 
with regard to its external debt. Public and publicly guaranteed disbursed and 
outstanding debt is currently thought to be near $17 billion; including undisbursed 
loans it is about $28 billion. The debt service for 1982 as a proportion of gross 
exports is projected at around 13 percent. Using the more conservative ratio of debt 
service as a percentage of net oil and non-oil exports would raise the debt service 
ratio to around 20 percent, still a comfortable level. 


1983/84 


The Indonesian government's response to the oil and commodity boom of the late 
seventies was measured and conservative. Concern with over-stimulating public 
expectations, determination to control inflation, and recognition of the practical 
obstacles to force-fed development, led Indonesian policymakers in the 1978-81 period to 
run real budgetary surpluses and build up substantial foreign exchange reserves. These 
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foreign exchange reserves and budgetary surpluses are helping finance two successive 
current account deficits and are enabling the government to remain a relatively 
non-inflationary engine of growth during a slowdown in the domestic economy. 


The continuing stubborn Western recession, however, and its concommitant effect on 
Indonesia's external accounts are an issue of some concern to Indonesian policymakers. 
Some leading spokesmen have wondered aloud whether it might be advisable to slow down 
certain major capital projects until the world economic situation improves. President 
Suharto, however, in a recent nationally televised speech to Parliament implicitly 
rejected calls for slowing down the government's multi-billion dollar development 
program. While conceding that the current recession is "far worse" than other recent 
downturns, the President insisted that Indonesians "do not need to panic in facing these 
conditions" and that "Indonesia must push forward with its ambitious development program 
if it hopes to meet the challenges facing it in the next five years." Chief among these 
challenges, President Suharto said, were creating jobs for the 10 million new workers 
expected to enter the labor force over the next 5 years, raising the income of 
Indonesia's poorest workers, continuing emphasis on agricultural self-sufficiency, 
expanding cooperatives and credit facilities for farmers and the self-employed and 
stepping up industrial development. The President also emphasized that in order to fund 
such programs it was necessary to intensify the mobilization of funds from public 
Savings, stimulate domestic and foreign investment and better distribute the tax among 
the Indonesian public. 


Although the government is determined to push forward with the development drive, 
there may be some changes in government policies for FY 83/84, which will be announced 
by the President in January, 1983. There are already signs that lowered tax revenues 
and resultant budgetary strigencies are resulting in project slowdowns and more careful 
prioritizing as well as in efforts to increase non-oil tax revenues. A continuation of 
the world recession into 1984 would make it difficult for the government to meet its 
budgetary goals without extensive foreign borrowings and a substantial increase in 
domestic non-oil revenues through either increased taxes or subsidy reductions. 


PETROLEUM DEVELOPMENTS 


Soft demand has, as of October, proved insufficient motive for Indonesia to reduce 
prices although the possibility of modest reductions--$1-$2 per barrel--are still under 
consideration. Under present pricing arrangements contractors continue to accept their 
share of production and Pertamina marketing is holding up reasonably well. 


Indonesia continues to honor its OPEC agreement to limit production to 1.3 MMBD in 
spite of the resulting budget shortfall. (Preliminary figures for April-September 
indicate production averaged just under 1.27 MMBD.). Early 1982 predictions of an 
upturn in demand by late in the year, encouraged the Government to continue plans for a 
high level of development expenditure. With recovery now seen as at least several 
months into the future ( end second quarter CY 1983), serious consideration is being 
given to delaying; however, only the so called "fourth refinery project," a greenfield 
refinery to be located in West Java, seems to have been affected. 


Other major projects in the planning stages--the Aromatics complex to be located in 
South Sumatra, the ethylene (olefins) complex near the Arun gas field and down-stream 
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projects, appear to be moving ahead largely on the strength of supplier credits. The 
"fifth refinery project," the virtual complete rebuilding of the Plaju/Sungai Gerong 
refinery complex is expected to move ahead. Negotiations on the financing package are 
under way (with an estimated cost of over $1.2 billion.) 


Nearly 1/3 of Indonesia's production capacity is now needed to supply the domestic 
market, but domestic consumption which increased at a slightly slower pace in 1981, 
(10.5 percent), appears to be growing even more slowly in 1982. In January, the 
government moved to slow the growth of domestic consumption and to reduce the drain on 
the budget of the domestic fuel subsidy. It raised domestic fuel prices by 
approximately 60 percent across the board. Fuel subsidies, budgeted to cost the Gol 
$1.4 billion in FY 82/83 will exceed that figure substantially however because of the 
production cut-back particularly in contract of work areas. This will require 
substantial unanticipated crude purchases at market prices to replace the "pro rota" 
crude otherwise supplied at 20 cents per barrel. 


The government is making progress in its drive to diversify its energy sources. It 
Signed four contracts with foreign firms for exploration and development of coal in 
Kalimantan. In January, Pertamina entered into agreement with Union Oil Company for 
development of geothermal power in West Java. Three additional geothermal sites were 
put out for foreign company bids in April with awards expected in November. Interest in 
Indonesia continues to be high with exploration activity at record levels. This is 
expected to continue at a high rate next year. Some oil and gas field development work 
is being delayed until demand improves but there is no indication that confidence in 
Indonesia as a good place to do business has eroded. 


AGRICULTURE - Food Stocks Remain Adequate 


Despite some damage to rice, cassava, and corn production resulting from an 
unusually severe dry season, Indonesian food stocks, mostly rice, are at comfortable 


levels. Government officials are still predicting a 3-4 percent increase in this year's 
rice crops (23 million tons vs. 22.3 million in 1981 ), however, most observers feel 
that the final outturn will be closer to 22 million tons. Nevertheless, government 
stocks are at record levels and barring unforseen problems will be adequate until the 
next major harvest begins in March 1983. 


In another area, Indonesia appears to be emerging as a significant importer of 
corn. This is a direct result of the rapidly expanding animal feed industry which is 
growing at a 30 percent annual rate. Imports this year could reach 175,000 tons and 
increase to 250,000 tons in 1983. This development is important not only for the market 
opportunities for U.S. grain exporters, but is also a positive sign that the Indonesian 
livestock sector (mostly poultry) is developing rapidly leading to increased markets for 
U.S. machinery and equipment sales. 


In other areas, sugar, coffee, oil palm, rubber, and spice production all increased 
as government incentives began to pay dividends. On the negative side, corn, cassava, 
and tea production were hurt by the severe dry season and by dust and debris from 
volcanic eruptions. 





IMPLICATIONS FOR THE UNITED STATES 
U.S. Exports down in 1981, up in 1982 


While U.S. exports to Indonesia (based on U.S. statistics) grew by 58 percent in 1980 to 
reach $1,544 million, U.S. exports fell 16 percent in 1981 to $1,297 million. 
Indonesian exports to the United States, meanwhile, which had risen 43 percent in 1980 
to $5,183 million, rose an additional 16 percent to $6,022 million. In 1981, 78 percent 
U.S. imports from Indonesia were crude petroleum ($4,668 million). Next in 
importance were petroleum products ($411 million), rubber ($403 million), coffee ($174 
million), unwrought tin ($100 million),electronic components and parts ($49 million), 
wearing apparel ($38 million), spices ($35 million), natural gas ($29 million), and 
plywood and veneer ($28 Million). 


Major U.S. exports to Indonesia were: agricultural products--$402 million--wheat ($130 
million), cotton ($92 million), aliens "($87 million), and rice ($46 million); chemical 
and related products- -$23 million--synthetic resins ($82 million), organic chemicals 
($52 million), and inorganic chemicals ($46 million); and machinery and transport 
equipment--$444 million--engineering and construction equipment ($77 million), aircraft 

lion) measuring instruments ($36 million), and pumps ($35 million). During 

1980, the United States continued to rank second after Japan in providing 
of Indonesia's imports and taking around 20 percent of Indonesia's 
in contrast, are about 30 percent of Indonesia's imports and takes 


exports 


\ $54 mi 


the first six months of 1982 indicate a substantial increase in 
to $1.1 billion, an increase of nearly 76 percent over the 
Federal ee of Germany was also very successful in 
an —. wai: the same period with a 40 percent increase to 
700 million. Based o | Indonesian statistics, Japanese exports to this 
market remained static; ee p 2 billion during the first six months of both 
1981 and 1982. 


Countertrade and Other Regulations 


American firms interested in competing for large Indonesian contracting and '° 
tendering opportunities should be aware of government measures which seek to promote 
local industry, "pribumi" entrepreneurship, the transfer of technology, promotion of 
non-oil exports, and increased employment. KEPPRES 10, issued in January 19€C, 
established a Procurement Guidance Team which reviews all government procurement 
contracts over Rp. 500 million ($750,000) for price and compliance with government 
policies to promote domestic products and services. KEPPRES 14A, issued in March 1980, 
regulates the expenditure and management of state budget funds to ensure that the 
provisions which establish preferential treatment for domestic suppliers are observed. 
In awarding major contracts, the Indonesian Government examines other factors in 
addition to price, quality, and delivery terms. Of particular importance is the use of 
local materials and the development of local contracting expertise. 


In addition to these measures, the government has announced that willingness to help 
stimulate Indonesian non-oil exports would be another factor taken into consideration in 
awarding contracts. This export counterpurchase policy was an additional export 
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promotion measure formally adopted in January 1982. The policy links contracts in 
excess of Rps. 500 million ($750,000) executed by the government, nondepartmental 
government institutions, and state enterprises which are financed by funds from the 
state budget or export credits to an obligation by the foreign exporter to purchase an 
equal amount of certain Indonesian export commodities. Some general features of the 
policy include the following: (1) purchases by a foreign exporter who wins a tender 
should be additional to normal export transactions with the country of origin of the 
imported commodity, (2) export to a third country is only allowed if it is a new market 
for the Indonesian export commodity or by special permission, and (3) the export 
obligation should be completed no later than completion of delivery under the 
procurement contract; a penalty equal to 50 percent of the value of any unfulfilled 
export undertaking will be charged upon completion of the procurement contract. 
Indonesian non-oil commodities that may be used to meet the counterpurchase requirement 
are, among others, rubber, coffee, pepper, tobacco, dried cassava, cement, sawn timber, 
plywood, other processed wood products, and certain textile products. 


The government realizes that the administration and enforcement of the 
counterpurchase policy is a very complex undertaking and has tried to be flexible but 
firm in administering the policy. Since January counterpurchase has been a condition of 
bidding for a number of tenders, including fertilizer, pulp and paper machinery, power 
generators and distribution equipment, mining and earthmoving equipment, computers, 
ships, and a cement plant among others. The vast majority of tenders containing 
counterpurchase are still under negotiation. There was one major contract awarded thus 
far under counterpurchase; a fertilizer tender where several private and state-owned 
commodity houses agreed to sign a slightly modified letter of undertaking committing 
them to the export of Indonesian commodities. One practical effect of counterpurchase 
has been to slow down the overall tender evaluation process by a few months in certain 
cases. These delays are making it difficult for foreign suppliers to hold to their 
original price quotations and further complicating the tender process. 


Given the complexities of the counterpurchase policy, American exporters involved in 
selling to government agencies where counterpurchase is to be applied should examine all 
facets of the transaction carefully. The Indonesian authorities are prepared to discuss 
the policy with interested exporters. Several international banks and trading companies 
are working with the Indonesian government and foreign suppliers to seek to ensure that 
the policy facilitates rather than hinders trade. The Embassy is prepared to discuss 
the policy with any interested American exporter and to help seek appointments as needed 
with Indonesian officials. 


An additional facet of the export promotion measures adopted in January 1982 has 
also been of concern to foreign shipping companies. In order to promote exports, the 
Ministry of Communications lowered port and mooring fees by 50 percent and certain 
warehouse fees by as much as 80 percent. These reductions only apply to Indonesian 
national carriers and do not apply to foreign flag carriers. In addition, in what seems 
to be an effort to bypass Singapore as a transshipment point for Indonesian imports and 
exports, the Indonesian authorities are seeking to equalize shipping rates from 
Indonesian ports to the U.S., Europe, and Japan with rates between Singapore and the 
above countries. 
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A new KEPPRES (18/82) recently issued requires all Indonesian government imports and 
exports to be carried on Indonesian bottoms. This policy has a number of implications 
for U.S.-Indonesian trade including import and export competitiveness, the interest of 
shipping lines, and AID and EXIM bank regulations. The United States held informal 
maritime consultations with the Indonesian government in August 1982. There were 
Japanese-Indonesian consultations in September. The European Economic Community has 
also asked for consultations on Indonesian maritime policy. As with the counterpurchase 
policy, however, the above regulations are relatively recent and it is not yet evident 
what the full effect upon foreign exporters, importers, and shipping companies will be. 


World Bank and Asian Development Bank projects in Indonesia continue to be of 
considerable interest to American business. Many of these projects have provided sales 
and service opportunities for competitive firms while other projects concentrated in 
infrastructure and training are providing the foundation for viable private sector 
development in the future. Combined World Bank and ADB loans to Indonesia were over $1 
billion in 1981 and will likely remain at $1-1.3 billion annually for the next few years. 


As the Indonesian current account continues in deficit, project and export credit 
Financing will become even more important than they have been in the past. This factor 
will tax the creativity of American business, banking, and the EXIM Bank to compete with 

increasingly aggressive European competition. EXIM has been very active in the 
Indonesian market during the past year and has recently authorized a $292.5 million 
credit for Cilacap Refinery, a $31 million credit for Balikpapan Refinery, a $48 million 
credit for electric locomotives and a $17 million credit for pharmaceutical laboratory 
equipment. Preliminary commitments outstanding to American companies total between 
$400-500 million. 


LEASING 


A new development in the Indonesia financial area may be of special interest to 
American exporters. In the last 18 months at least 15 joint-venture leasing companies 
have been established. The sudden interest in leasing is primarily caused by the 
Indonesian desire to improve intermediate financing instruments and a desire on the part 
0 major foreign banks, through the establishment of leasing affiliates, to expand their 

ivities in the tightly controlled Indonesian financial market. Major foreign 

iliates of already established leasing companies include Bank of America, Citibank, 
*hemical, Manufacturers Hanover, Amex, Greyhound, Japan Leasing Corporation, Wardley 
Ltd., Credit Lyonnais, Ayala, Lloyds, Orient Leasing Corporation, and Japan Overseas 
Leasing. Other major American banks such as Chase Manhattan and First Chicago also plan 
to establish leasing affiliates. 


According to the Ministry of Finance, leasing transactions in 1980 were only around $50 
million, with 85 percent of this in the transportation sector. The newly-established 
companies are very optimistic about the future; several have estimated the potential 
leasing market within three years at as much as $500-750 million. American exporters 


should study this new financing mechanism as a way to improve their position in the 
Indonesian market. 





Competing for Major Projects 


The continuing GOI program of economic development includes high levels of planned 
activity in major capital projects and an expanded effort to increase basic 
industrialization, both of which offer excellent opportunities for increased U.S. 
involvement. The government is constructing or is planning major projects in 
refineries, LNG expansion, petrochemicals, power (both distribution and transmission), 
mining (particularly in coal), cement, and wood products and paper. The private sector 
interest in cement, forestry, and wood products is especially pronounced and offers 
excellent sales opportunities for American firms. The government is encouraging 
investment in backward and forward linkages in areas such as automotive manufacturing 
and agro-industry. There is considerable American private investment interest in these 
areas which would likely increase the chances for American follow-on sales. American 
firms interested in actively following Indonesian projects should visit the area 
regularly and consider appointing an aggressive Indonesian agent. 


Interested U.S. firms should request from the U.S. Department of Commerce the 
Embassy's periodic comprehensive Major Projects List, which is updated regularly. This 
list, in addition to describing projects by name and noting estimated cost, also 
identifies the funding source, projected agreement/contract date, status, and the name 
and address of key contacts. Firms wanting to sell in Indonesia will also be interested 
in the schedule of trade promotion events planned in Indonesia by the Foreign Commercial 
Service for Fiscal Year 1983 (October 1, 1982 - September 1983). Events include both 
catalog and video catalog exhibits as well as technical seminars and trade missions with 
themes such as telecommunications, plastic manufacturing and raw materials, food 
processing and packaging, energy, and mining and extraction machinery. These events 
offer an excellent oppportunity for entering the Indonesian market. 


Detailed and up-to-date information on market prospects and selling in Indonesia, as 
well as the above exhibitions and Foreign Commercial Service-sponsored participation in 
them can be obtained from any of the 48 offices of the U.S. Commercial Service located 
throughout the United States. Particularly useful for newcomers to the market is a 
Commerce Department publication entitled, "Marketing in Indonesia." Studies on a number 
of these sectors and product categories in the Indonesian economy are also available. 
Companies and their representatives will also find the Commercial and Economic Sections 
of the American Embassy in Jakarta and the American Consulates in Surabaya and Medan 
valuable sources of information, assistance, and advice on doing business in this 
market. We suggest that those businesspeople planning to travel to Indonesia write or 
telex the Embassy's Commercial Section at least 3 weeks before their visit to ensure 
that any business appointments they wish to schedule or assistance they require can be 
provided or arranged prior to their arrival. We also recommend that business travelers 
make hotel reservations in Jakarta, Medan, or Surabaya prior to arrival. The Embassy's 
address is: American Embassy, Medan Merdeka Selatan 5, Jakarta, Indonesia. 
Businesspeople writing from the United States are encouraged to use the APO: American 


Embassy, Box 1, APO San Francisco 96356. The Embassy's telephone number is 340001-9 and 
its telex number is 44218 AMEMBOKT. 


% U.S. GOVERNMENT PRINTING OFFICI 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (OBR’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends ® trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by USS. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
es oe Credit Card Orders Only 

Enclosed is $_____ check, VISA® 
money order, or charge to my 


Deposit Account No. re i Credit 
PTiiTittit Card No. ed 
Uti i master charge ties 
re Crna) xpiration Date 
FRU PO Month/Year Saag 


Total charges $___——_—S*FFilll in the boxes below. 





Enter my subscription to: [] Overseas Business Reports at $44 per year ($55 overseas) For Office Use Only 
() Foreign Economic Trends at $55 ($68.75 overseas) Quantity Charges 


Enclosed 
To be mailed 
Subscriptions 
Postage 
Foreign handling 
MMOB 
OPNR 





UPNS 
Discount 
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